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EHWZHHQGLIIHUHQWFRXQWULHV,QWKHFDVHRIHPHUJLQJHFRQRPLHVWKHUROHRI,&7VSURYHGWREHYHU\LPSRUWDQW
FRQWULEXWLQJ WRD VLJQLILFDQWHYROXWLRQGXULQJ WKH ODVWGHFDGHV7KHFRXQWULHV UDQNHGXQGHU WKLV FDWHJRU\DUH
DFFRUGLQJWRVRPHUHFHQWVWDWLVWLFVFRPSLOHGE\.DZDDQG%ORRPEHUJ0DUNHWV0DJD]LQH&KLQD
6RXWK .RUHD 7KDLODQG 3HUX 7KH &]HFN 5HSXEOLF 0DOD\VLD 7XUNH\ &KLOH 5XVVLD ,QGRQHVLD &ROXPELD
3RODQG1DPLELD=DPELD6RXWK$IULFD0H[LFR%UD]LO+XQJDU\0DURFFR3KLOLSSLQHV,QGLD(J\SW
,Q WHUPVRI WKH ,&7V¶ LQIOXHQFHRQ WKHHQYLURQPHQWZHQRWLFH WKHFRPSOH[LW\RI WKH UHODWLRQVKLS7KLV LV
UHIOHFWHGLQWKHGLUHFWUHODWLRQVKLSDUHVXOWRISURGXFWLRQDQGPDVVLYHXVHRIKDUGZDUHDQGVRIWZDUHZRUOGZLGH
DVZHOODV LQ WKHLU LQIOXHQFHRQDOPRVWDOORWKHUDUHDVRIDFWLYLW\DQGVRFLDO OLIH7KHQXPEHURIXVHUVRI,&7
SURGXFWV LV FRQWLQXRXVO\ JURZLQJ DFFRUGLQJ WR WKH VWXGLHV FDUULHG RXW E\ GLIIHUHQW LQVWLWXWLRQV ERWK LQ
GHYHORSHGFRXQWULHVEXWPRVWO\ LQ WKHGHYHORSLQJFRXQWULHV7KLV LQHYLWDEO\ OHDGV WR WKH LQFUHDVHRIQHJDWLYH
HIIHFWVRQ WKHHQYLURQPHQW SROOXWLRQ LUUDWLRQDOFRQVXPSWLRQRIQRQUHQHZDEOHUHVRXUFHVDQG LQFUHDVH LQ WKH
YROXPHRIQRQGHJUDGDEOHZDVWH,IWKHGHYHORSHGFRXQWULHVLPSRVHVWULFWUHJXODWLRQVUHJDUGLQJWKHSURWHFWLRQ
RI WKH HQYLURQPHQW WKH RWKHU FRXQWULHV KDYH QXPHURXV OHJDO GHILFLHQFLHV RU EUHDFKHV RI UHJXODWLRQ
1HYHUWKHOHVV WKH HQYLURQPHQW LVVXH UHPDLQV D VRFLDO UHVSRQVLELOLW\ UHJDUGOHVV RI WKH JHRJUDSKLF SRVLWLRQ
FRXQWU\VL]HFXOWXUDODQGFLYLOL]DWLRQOHYHODQGWKHHFRQRPLFVWDWXVFDQQRWDFWDVDQH[FXVHIRUDVXSHUILFLDO
DSSURDFK RQ WKLV HVVHQWLDO DVSHFW RI WKH KXPDQ H[LVWHQFH ,Q WKLV FRQWH[W WKHPHDVXUHV XQGHUWDNHQ E\ HDFK
FRXQWU\UHPDLQDFRQWURYHUVLDOWRSLFIRUZLGHQDWLRQDODQGLQWHUQDWLRQDOGHEDWHV,&7VWKDWDUHHIILFLHQWHQRXJK
LQ UHODWLRQ WR WKHHQYLURQPHQWDQG WKDWZRXOGQRWKDYHQHJDWLYHHIIHFWVRQ WKHHFRV\VWHP LIQRWEDODQFH WKH
GLVHTXLOLEULXPFDXVHGE\ WKHZLGH LQGXVWULDOL]DWLRQ IURP WKHSUHYLRXVFHQWXULHVKDYHQRWEHHQGHYHORSHG VR
IDU
,&7LQHPHUJLQJHFRQRPLHV
2QLQWHUQDWLRQDOOHYHOWKHELJJHVWSOD\HUVRQWKH,&7PDUNHWDUHWKH86$DQG-DSDQWKHLUFXUUHQWOHYHORI
GHYHORSPHQW EHLQJ GLIILFXOW WR UHDFK HYHQZLWK FRQVLGHUDEOH HIIRUWV DV WKRVHPDGH E\ WKH (XURSHDQ 8QLRQ
(8,WVREMHFWLYHQDPHO\JHWWLQJRQWKHILUVWSODFHLQWKHZRUOGUHJDUGLQJFRPSHWLWLYHQHVVLQFOXGLQJWKH,&7V
GHYHORSPHQWSURSRVHGE\WKH/LVERQ6WUDWHJ\LQKDVQRWEHHQDWWDLQHG7KLVREMHFWLYHZDVDOVRLQFOXGHG
LQWKH(XURSH6WUDWHJ\$FFRUGLQJWRWKHVWXGLHVSXEOLVKHGE\WKH(XURSHDQ&RPPLVVLRQWKH,&7
ILHOGLVFKDUDFWHULVHGE\WKHIROORZLQJDVSHFWVZKLFKKLJKOLJKWWKHXSSHUSRVLWLRQKHOGVRIDUE\-DSDQDQGWKH
86$DVZHOODV WKHSURJUHVVPDGHE\VRPHHPHUJLQJHFRQRPLHVIURP$VLDHVSHFLDOO\&KLQDDQG,QGLDEXW
DOVR7KDLODQG0DOD\VLD DQGRWKHUV DV D FRQVHTXHQFHRI WKH FROODERUDWLRQZLWK WKHPDLQSOD\HUVSUHYLRXVO\
PHQWLRQHG
x (XURSHKDVEHHQDQGVWLOO LV ODJJLQJEHKLQGLWVPDLQFRPSHWLWRUV LQ WHUPVRI,&75	'LQYHVWPHQW
DQG ,&7 5	' SDWHQWLQJ ZLWK VLJQLILFDQW GLIIHUHQFHV EHWZHHQ WKH0HPEHU 6WDWHV 7KHUH DUH VLJQLILFDQW
GLIIHUHQFHV DFURVV ,&7 VXEVHFWRUV LQGLFDWLQJ UHJLRQDO VSHFLDOLVDWLRQ DQG DOVR GLIIHUHQWLDWLQJ G\QDPLFV
EHWZHHQWKH(886DQG$VLDQFRXQWULHV
x 7KLVODJLVODUJHO\GXHWRWKHVKDUHRIWKH(8,&7VHFWRULQWKHHFRQRP\LWVLQGXVWULDOFRPSRVLWLRQDQG
WKHVL]HRILWVFRPSDQLHV)RUH[DPSOHODUJH(8,&7FRPSDQLHVDUHVPDOOHUWKDQWKHLU86HTXLYDOHQWVDQG
GLGQRWJURZDVTXLFNO\LQWKHODVWIHZGHFDGHV
x (XURSH LV DQ LPSRUWDQW ORFDWLRQ IRU IRUHLJQ ,&75	' LQYHVWPHQW EXW LQWHUQDWLRQDO FRRSHUDWLRQ LQ
5	' LV HYROYLQJ IURP D GRPLQDQW (8±86 UHODWLRQVKLS LQWR D JOREDO QHWZRUN ZKHUH WKH 86±$VLD
UHODWLRQVKLSLVJURZLQJ+HUHWRRLWVHHPVWKDW86FRPSDQLHVDUHJUDVSLQJRSSRUWXQLWLHVPRUHUDSLGO\WKDQ
(8RQHV
7KHUDQNLQJRIWKH,&7DVSDUWRIWKHQDWLRQDOHFRQRP\DQGWKHLQIOXHQFHLWKDVRQWKH*'3LVKHWHURJHQHRXV
LQ GLIIHUHQW FRXQWULHV 7KH REVHUYDWLRQV PDGH E\ WKH (XURSHDQ &RPPLVVLRQ DUH FRQILUPHG E\ D KLHUDUFK\
SXEOLVKHG E\ %XVLQHVV :HHN  HQWLWOHG 7KH 7HFK  ZKLFK LGHQWLILHV WKH PRVW VXFFHVVIXO 
FRPSDQLHVLQWKHILHOG7KLVUDQNLQJFOHDUO\VKRZVWKHLPSRUWDQWSRVLWLRQVKHOGE\HPHUJLQJHFRQRPLHVVXFKDV
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6RXWK.RUHD,QGLD7DLZDQDQG&KLQDZKLFKKDYHDVLJQLILFDQWFRQWULEXWLRQLQWKH,&7ILHOGDVDFRQVHTXHQFH
RIUHFHQWSURJUHVVDQGKDYHHYHQVXUSDVVHGVRPHRIWKHPRUHGHYHORSHGFRXQWULHVRIWKHZRUOG$VXPPDU\RI
WKHVXUYH\FRQGXFWHGE\%XVLQHVV:HHNLVUHSUHVHQWHGLQWKHIROORZLQJILJXUHWRKLJKOLJKW WKHLPSRUWDQFHRI
HPHUJLQJHFRQRPLHVLQWKH,&7ILHOG7KHILJXUHRQWKHOHIWVLGHUHSUHVHQWVWKHQXPEHURIFRPSDQLHVSUHVHQWLQ
HDFKFRXQWU\IURP7KH7HFKDQGWKHRQHRQWKHULJKWVLGHWKHUHYHQXHVRIWKRVHFRPSDQLHVE\FRXQWU\RI
RULJLQ

)LJD3UHVHQFHRIWKHFRXQWULHVIURP7KH7HFKUDQNLQJRQWKHQXPEHURIFRPSDQLHV

)LJE3HUFHQWDJHRIUHYHQXHVREWDLQHGE\WKHFRPSDQLHVIURP7KH7HFKUDQNLQJ
6RXUFH2ZQFDOFXODWLRQVEDVHGRQGDWDSURYLGHGE\%XVLQHVV:HHN
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$QRWKHUDVSHFWZKLFKXQGHUOLQHVWKHOHYHORILPSRUWDQFHRI,&7LQRXURSLQLRQLVWKHSHUFHQWDJHRISDWHQWV
UHTXLUHGDQGJUDQWHGRQQDWLRQDOOHYHO7KHFRXQWULHVZLWKHPHUJLQJHFRQRP\OLNH,QGLD7KDLODQG&KLQDHWF
KROG WRS SRVLWLRQV EDVHG RQ LQIRUPDWLRQ RIIHUHG E\ WKH (8 ,QGXVWULDO 5	' ,QYHVWPHQW 6FRUHERDUG 
$FFRUGLQJWRWKHVDPHVRXUFHRQO\IRXUFRXQWULHVGHYHORSDOOWKH,&7VFDWHJRULHVQDPHO\&KLQD6RXWK.RUHD
,VUDHODQGWKH86$RXWRIZKLFK&KLQDDQG6RXWK.RUHDDUHLQFOXGHGLQWKHILUVWSDUWRIWKHPHQWLRQHGVXUYH\
LQWKHFDWHJRU\RIWKHHPHUJLQJPDUNHWV:HPXVWPHQWLRQWKHUHODWLYHFKDUDFWHUDQGUHVSHFWLYHO\GLYHUVLW\RI
DOO UDQNLQJV UHJDUGLQJ WKH LQFOXVLRQ RI FHUWDLQ FRXQWULHV XQGHU WKH FDWHJRU\ RI WKH GHYHORSHG RU HPHUJLQJ
PDUNHWV)RUH[DPSOHDFFRUGLQJWRWKHOLVWSXEOLVKHGE\WKH,QWHUQDWLRQDO0RQHWDU\)XQG,)0LQ-XO\
6RXWK.RUHDLVQRWLQFOXGHGLQWKHHPHUJLQJPDUNHWVFDWHJRU\ZKLOH&ROXPELD8QLYHUVLW\(0*3/LVWUHDOL]HG
LQDSURMHFWFRRUGLQDWHGE\&KHQDQG*QD\UDQNVLWLQWKLVFDWHJRU\7KHVLWXDWLRQLVVLPLODUIRU,VUDHO
$PRQJWKHHPHUJLQJHFRQRPLHVFRQVLGHULQJWKHUROHRIWKH,&7VHFWRUDIDYRXUDEOHSRVLWLRQLVKHOGE\WKH
QHZO\LQGXVWULDOLVHGFRXQWULHVLQ$VLDDQG/DWLQ$PHULFD7KH(XURSHDQ,QIRUPDWLRQ7HFKQRORJ\2EVHUYDWRU\
(,72PHQWLRQHGLQWKDWVSHQGLQJRQLQIRUPDWLRQDQGFRPPXQLFDWLRQWHFKQRORJ\,&7LVJURZLQJDWD
GRXEOHGLJLWUDWHLQPDQ\RIWKHVHFRXQWULHV7KHVDPHVRXUFHVD\VWKDWWKH,&7PDUNHWVLQWKH%5,&FRXQWULHV
%UD]LO 5XVVLD ,QGLD DQG &KLQD KDYH H[SHULHQFHG DQ LQFUHDVH RI DSSUR[LPDWHO\  ZLWK WKH IROORZLQJ
VWUXFWXUHDURXQGWZRWKLUGVRIWKLVUHYHQXHZDVDFFRXQWHGIRUE\WHOHFRPHTXLSPHQWDQGVHUYLFHVRQHWKLUGE\
LQIRUPDWLRQWHFKQRORJ\LQFOXGLQJFRPSXWHUVVRIWZDUHDQG,&7VHUYLFHV$FFRUGLQJWRDQRWKHUVWXG\UHDOL]HG
E\*HQV LQ WKH WRS  IRUHFDVW IRU WKH ,&7 VHFWRU LW LV HVWLPDWHG WKDW LQ  LQ WKH FDVH RI WKH HPHUJLQJ
PDUNHWV ,&7 VSHQGLQJ ZLOO JURZ E\  WR RYHU  ELOOLRQ² WZLFH WKH GHYHORSHG PDUNHWV¶ JURZWK
DFFRXQWLQJ IRU RI DOO ,&7 VSHQGLQJ DQGRI DOO ,&7JURZWK7KH VDPH VRXUFH VWDWHV WZR LPSRUWDQW
SUHGLFWLRQVIRUWKLVFDWHJRU\RIFRXQWULHV
x %5,&±HVSHFLDOO\&KLQD±ZLOOFRQWLQXHWRGRPLQDWH%5,&FRXQWULHVZLWK,&7VSHQGLQJJURZWKRIDOPRVW
ZLOOFRQWLQXHWRGRPLQDWHDFFRXQWLQJIRURI,&7VSHQGLQJLQHPHUJLQJHFRQRPLHV
x (PHUJLQJ PDUNHWV ZLOO GULYH QHZ GHVLJQV DQG QHZ OHDGHUVKLS %HFDXVH RI WKHLU RYHUVL]HG VKDUH RI ,&7
LQGXVWU\ JURZWK WKHVH PDUNHWV ZLOO LQFUHDVLQJO\ UHVKDSH ZRUOGZLGH GHVLJQ SRLQWV SULFLQJ DQG PDUNHW
OHDGHUVKLS
7KHUROHRIHPHUJLQJHFRQRPLHVLQWKHGHYHORSPHQWRIWKH,&7ILHOGERWKDVFRQVXPHUVDQGSURGXFHUVLV
GRXEWOHVV7KH\KDYHSURYHGWREHDQLPSRUWDQWSDUWJHQHUDWLQJVLJQLILFDQWLQFRPHVHYHQXQGHUWKHFRQGLWLRQV
RIWKHILQDQFLDOFULVLVSUHVHQWGXULQJWKHVHODVW\HDUVDQGKDYHOHGWRVWURQJHULQWHUGHSHQGHQFHEHWZHHQGLIIHUHQW
FRXQWULHV RQ WKH EDFNJURXQG RI LQWHUQDWLRQDO FROODERUDWLRQ $W WKH VDPH WLPH RXWVRXUFLQJ EXVLQHVV FRPLQJ
IURP WKHGHYHORSHGFRXQWULHV LQ WKHZRUOGDV DEDVLV IRU WKH ,&7VGHYHORSPHQW LQ WKHHPHUJLQJHFRQRPLHV
SURYHGWREHDVLJQLILFDQWUHVRXUFHIRUWKHLUHFRQRPLFJURZWKZLWKEHQHILWVIRUERWKSDUWLHV2QWKHRWKHUKDQG
LW LVXQGHQLDEOH WKDW,&7KDVEHHQHQWDLOLQJQRWRQO\HFRQRPLFJURZWKDQGVRFLDOFRPIRUWEXW LWDOVRKDGDQ
LPSRUWDQWLQIOXHQFHRQWKHHQYLURQPHQWDORQJDOOSURGXFWVDQGVHUYLFHVVSHFLILFWRWKLVILHOGDVSUHVHQWHGLQWKH
IROORZLQJVHFWLRQ
*UHHQ,&7VLQHPHUJLQJHFRQRPLHV
,Q OLJKW RI WKH FOLPDWH FKDQJHVGXULQJ WKH ODVW GHFDGHV WKH ,&7V HYROXWLRQKDVRYHUODSSHG WKH LQWHUHVW LQ
HQYLURQPHQWSURWHFWLRQWKXVOHDGLQJWRWKHGHYHORSPHQWRIFRQFHSWVVXFKDVJUHHQ,&7HFRORJLFDOLQIRUPDWLFV
JUHHQFRPSXWLQJRU ,&7VXVWDLQDELOLW\5HJDUGOHVVRI WKHLU IRUPDQGQDPH WKH\DOO UHIHU WR WKHGHYHORSPHQW
DQG XVH RI KDUGZDUH DQG VRIWZDUH LQ DJUHHPHQWZLWK WKH HQYLURQPHQW UHJXODWLRQV EXW DOVR WKRVH DLPLQJ WR
PRQLWRU WKHHQYLURQPHQW DQG LPSOHPHQW WKH VSHFLILF UHJXODWLRQVHODERUDWHGE\ WKHQDWLRQDO DQG LQWHUQDWLRQDO
RUJDQLVDWLRQV,QWKLVFDVHWKHVLWXDWLRQRIWKHHPHUJLQJHFRQRPLHVLVUDWKHUFRQWURYHUVLDO 7KHUHDVRQVYDU\
IURPIDXOW\ODZVWRWKHODFNRIUHVSHFWIRUWKHHQYLURQPHQWDQGWKHZLOOQHHGIRUDTXLFNHFRQRPLFJURZWKLQ
WKHG\QDPLFFRQWH[WZKLFKLVVSHFLILFWRRXUVRFLHW\:KHQVWDWLQJWKHVHRSLQLRQVZHFRQVLGHUWKHSRVLWLRQRI
FHUWDLQFRXQWULHVZLWKLQWKHPHQWLRQHGFDWHJRU\DVPDLQLPSRUWHUVRIHZDVWH$SSUR[LPDWHO\RIWKHWRWDO
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RIPLOOLRQWRQVRIHZDVWHJHQHUDWHG\HDUO\LVH[SRUWHGWRWKHGHYHORSLQJFRXQWULHVDVUHSRUWHGE\0DF/HDQ
$NRK DQG(JHGH1LVVHQ $FFRUGLQJ WR WKH VDPH VRXUFH LQ D UHSRUW RI WKH%DVHO$FWLRQ1HWZRUN WKH
IROORZLQJFRXQWULHVDUHFRQVLGHUHGWKHPDLQLPSRUWHUVRIHZDVWH&KLQD,QGLD3DNLVWDQ9LHWQDP3KLOLSSLQHV
0DOD\VLD1LJHULD3HUXDQG*KDQD
)URP DQRWKHU SRLQW RI YLHZ WKH GHSHQGHQFH RQ GHYHORSHG FRXQWULHV LV REYLRXV LQ UHODWLRQ WR JUHHQ ,&7
VLQFHD ORWRIHPHUJLQJHFRQRPLHVUHO\RQ WKHUHVXOWVRIUHVHDUFKDQG WKHZLOOLQJQHVV WR LPSOHPHQWVROXWLRQV
FRPLQJIURPWKHILUVWFDWHJRU\RIFRXQWULHV$VDQDUJXPHQWWKHILUVWWZRFRXQWULHVZKLFKDUHLQWHUHVWHGLQWKH
XVHRI ,&7 LQRUGHU WR UHGXFHSROOXWLRQ DUH -DSDQ DQG86$ DFFRUGLQJ WR WKHGDWDSURYLGHGE\ ,QWHUQDWLRQDO
'DWD&RUSRUDWLRQ,'&LQDQG7KHVWXG\VKRZVDVPHQWLRQHGE\(QYLURQPHQWDO/HDGHULQ
DQG %XVLQHVV:LUH LQ  KRZ VHYHQWHHQ WHFKQRORJLHV FDQ UHGXFH DOPRVW  ELOOLRQ WRQV *7 RI &2
HPLVVLRQVE\ LQIRXUPDMRUHFRQRPLFVHFWRUV²HQHUJ\JHQHUDWLRQDQGGLVWULEXWLRQ WUDQVSRUW LQGXVWU\
DQGEXLOGLQJ7KHHDJHUQHVVIRUHFRQRPLFJURZWKJRHVEH\RQGWKHLQWHUHVWLQWKHHQYLURQPHQWLQWKHHPHUJLQJ
HFRQRPLHVDQGLQFUHDVLQJWKHOLYLQJVWDQGDUGFRPHVDVDQH[FXVH7KHVWXGLHVUHFHQWO\PDGHDQGSXEOLVKHGE\
5RHWK DQG:RNHFN LQ KLJKOLJKW WKDW WKH ILUVW IRXU FRXQWULHV UDQNHG LQ WKLV FDWHJRU\ DUH DOVR WKH RQHV
ZKLFKJHQHUDWHWKHKLJKHVWHPLVVLRQVIURPWKHXVHRIIRVVLOIXHO
x &KLQDDQG,QGLDDUH WKH ODUJHVWHPLWWHUVRI*+*V LQ WKH$VLD3DFLILF UHJLRQFRQWULEXWLQJZLWK
DQGRIWKHUHJLRQ¶VHPLVVLRQV
x %UD]LOLVWKHODUJHVWHPLWWHULQWKH/DWLQ$PHULFD&DULEEHDQUHJLRQDFFRXQWLQJIRURIWKHUHJLRQ¶V
*+*HPLVVLRQV
x 6RXWK$IULFDLVWKHODUJHVWHPLWWHULQ$IULFDUHVSRQVLEOHIRURIHPLVVLRQV
,Q RUGHU WR UHGXFH SROOXWLRQ DQG UHVWRUH WKH HQYLURQPHQWDO HTXLOLEULXP WKH LQWHUQDWLRQDO RUJDQLVDWLRQV
UHFRPPHQG WKH LPSOHPHQWDWLRQ RI DGHTXDWH SROLFLHV DQG WKH LQFUHDVH RI SURGXFWLRQ DQG FRQVXPSWLRQ LQ
DJUHHPHQW WR WKH LQWHUQDWLRQDO UHJXODWLRQV RQ XVLQJ DOWHUQDWLYH HQHUJ\ VRXUFHV UHQHZDEOH PDWHULDOV DQG
DGDSWLQJSURGXFWLRQSURFHGXUHVVRDVWRLQWHJUDWHWKHPLQWKHHFRORJLFDOWUHQG7KHDGRSWHGPHDVXUHVVKRXOG
EH FRQFHLYHG LQ WKHYLHZRI ORQJWHUPHIIHFWV LQ UHGXFLQJ WKHQHJDWLYH HIIHFWVEXW DOVRGLPLQLVKLQJ FRVWV LQ
HTXDOPHDVXUH7KHWDEOHEHORZSUHVHQWHGE\5RHWKDQG:RNHFNLQDSDSHUIURPVXPPDUL]HVWKHPDLQ
PHWKRGVWRUHGXFHWKHWR[LFJDVHPLVVLRQVDQGWKHLUSRWHQWLDOWRGLPLQLVKWKHFRVWVWKURXJKGHYLFHVVSHFLILFWR
WKH,&7ILHOG
7DEOH,&7EDVHG&DUERQ6ROXWLRQV
$UHDVRIVDYLQJV ,GHQWLILHG2SSRUWXQLWLHV &DUERQ6DYLQJV &RVW6DYLQJV
6PDUW*ULG  5HGXFWLRQLQ7UDQVPLVVLRQORVVHV
 ,QWHJUDWLRQRIUHQHZDEOHHQHUJ\
 5HGXFWLRQLQFRQVXPSWLRQ
*W&2H ELOOLRQ
6PDUW%XLOGLQJ  ,QWHOOLJHQW&RPPLVVLRQLQJ
 %XLOGLQJPDQDJHPHQWV\VWHPV
 9ROWDJHRSWLPL]DWLRQ
*W&2H ELOOLRQ
6PDUW/RJLVWLFV  2SWLPL]DWLRQRIORJLVWLFVQHWZRUN
 2SWLPL]DWLRQRIURRWSODQQLQJ
 ,QIOLJKWIXHOHIILFLHQF\
*W&2H ELOOLRQ
6PDUW0RWRU6\VWHPV  ,&7VPDUWPRWRUV\VWHP
 ,&7GULYHQDXWRPDWLRQRILQGXVWULDOSURFHVVHV
*W&2H ELOOLRQ
'HPDWHULDOL]DWLRQ  2QOLQHPHGLDHFRPPHUFHHSDSHUWHOHFRPPXQLFDWLQJ *W&2H 1$
6RXUFH$FFHQWXUHLQ5RHWK:RNHFN
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7KHVH VROXWLRQVFRXOGEH³H[SORLWHG´E\ WKHHPHUJLQJFRXQWULHV LQRUGHU WR LQFUHDVHHFRQRPLFJURZWK WR
LPSURYH WKH H[WHUQDO LPDJH RI WKH FRXQWU\ DQG WKH VRFLDO FRPIRUW RIIHUHG WR LWV FLWL]HQV1HYHUWKHOHVV WKH\
VKRXOG EH FRPELQHG ZLWK HGXFDWLQJ WKH FLWL]HQV PDNLQJ WKHP DZDUH WKDW HQYLURQPHQWDO SURWHFWLRQ QHHGV
FRQVLGHULQJ7KDWLVRQHRIWKHREYLRXVGLIIHUHQFHVLQFRPSDULVRQWRWKHDWWLWXGHGLVSOD\HGE\WKHSRSXODWLRQLQ
WKH GHYHORSHG FRXQWULHV $OVR IRU WKH VDPH FDWHJRULHV RI FRXQWULHV LW LV UHFRPPHQGHG WR XVH ,&7V DW IXOO
SRWHQWLDO DQGHIILFLHQF\E\PHDQVRI WKUHHHFRORJLFDOPHDVXUHV DVSURSRVHGE\ WKHDXWKRUV5RHWK:RNHFN
+HHNVDQG/DEHOOHLQ
x *UHHQ,&7UHGXFLQJWKHHPLVVLRQVIURPSURGXFWLRQDQGXVHRI,&7VWKHPVHOYHV
x 6PDUW,&7XVLQJ,&7VLQRWKHUVHFWRUV±HQHUJ\EXLOGLQJVWUDQVSRUWDWLRQORJLVWLFVPDQXIDFWXUHDQG
IRUHVWU\±WRVKULQNWKHLUFDUERQIRRWSULQW
x &RPPXQLW\,&7DSSO\LQJ,&7VDWFRPPXQLW\OHYHOWRUHGXFHHQHUJ\FRQVXPSWLRQDQGVXEVWLWXWHIRU
MRXUQH\V
$V DQ HVVHQWLDO FKDUDFWHULVWLF RI HPHUJLQJ FRXQWULHV ZH XQGHUOLQH WKH LPSRUWDQW UROH RI JRYHUQPHQW
RUJDQL]DWLRQVIRUHFRORJLFDOPHDVXUHV7KHLULQYROYHPHQWVKRXOGEHFOHDUO\VHHQLQWKHIROORZLQJHVWDEOLVKLQJ
DSSURSULDWH UHJXODWLRQ DQG VXSHUYLVLRQ RI WKHLU LPSOHPHQWDWLRQ VHWWLQJ WDUJHWV IRU UHGXFLQJ SROOXWLRQ WKH
YROXPHRIHZDVWHDQGHQHUJ\FRQVXPSWLRQDQGWDNLQJWKHQHFHVVDU\PHDVXUHVWRDFFRPSOLVKWKHP$QRWKHU
VLJQLILFDQW LQLWLDWLYH LV WR VWLPXODWH ,&7 LQQRYDWLRQ DQG RWKHU UHODWHG ILHOGV E\ ILQDQFLQJ SURMHFWV DQG
HQFRXUDJLQJFROODERUDWLRQEHWZHHQWKHSULYDWHDQGWKHSXEOLFVHFWRUVHWWLQJDOLPLWIRUWKHLPSRUWVH[SRUWVRI
,&7VZLWKQHJDWLYHHIIHFWVRQWKHHQYLURQPHQWLQIRUPLQJWKHSRSXODWLRQEHWWHURQWKHLPSRUWDQFHRISURWHFWLQJ
WKHHFRV\VWHPIRUSUHVHQWDQGIXWXUHJHQHUDWLRQV7KHVXFFHVVRIVXFKPHDVXUHVUHTXLUHVLQYROYHPHQWIURPWKH
VRFLHW\ DV ZHOO PHDQLQJ LQGLYLGXDOV DQG FRPSDQLHV 7KH ODWWHU VKRXOG DFWLYHO\ SURYH WKHLU FRQFHUQ IRU WKH
HQYLURQPHQWE\WDNLQJPHDVXUHVWRUHGXFHSROOXWLRQDQGHQHUJ\FRQVXPSWLRQGXHWRSURGXFWLRQDQGXVDJHRI
KDUGZDUHDQGVRIWZDUHE\VHOHFWLQJSURMHFWVWKDWLQFOXGHHQYLURQPHQWSURWHFWLRQSROLFLHVVRPHWLPHVHYHQWR
WKH GLVDGYDQWDJH RI ILQDQFLDO JRDOV E\ EHLQJ LQYROYHG LQ HQYLURQPHQWDO DFWLYLWLHV E\ LQYHVWLQJ LQ WKH
GHYHORSPHQWRIJUHHQ,&7VDQGDFWLRQVZKLFKLQFOXGHHOHPHQWVWKDWDUHIDYRXUDEOHWRWKHHQYLURQPHQWDQGE\
HVWDEOLVKLQJ VWULFW LQWHUQDO UHJXODWLRQV UHJDUGLQJ WKH HFRV\VWHP DQG WKH XVH RI HTXLSPHQW LQ SURGXFWLRQ
FRPSDQLHV
&RQFOXVLRQV
,&7V DUH XELTXLWRXV LQ WKH HFRQRPLF DQG VRFLDO OLIH RI WKHZKROH SODQHW DQG WKH EHQHILWV WKH\ EULQJ DUH
GRXEWOHVV:LGHQLQJSURGXFWLRQDQGFRQVXPSWLRQVKRXOGRQO\EHDFFRPSOLVKHGE\NHHSLQJDFORVHZDWFKRQ
WKHVKRUWDQGORQJWHUPHIIHFWVRQHFRV\VWHPVDQGWKHLQIOXHQFHRQWKHZKROHHQYLURQPHQWWKXVHQVXULQJWKH
FKRLFH RI JUHHQHU ,&7V 8QIRUWXQDWHO\ WKHUH DUH QXPHURXV DUHDV LQ ZKLFK WKLV HVVHQWLDO SDUW RI WKH KXPDQ
H[LVWHQFHKDVEHHQQHJOHFWHGRQO\WRHQVXUHDGHTXDWHFRQGLWLRQVIRUDTXLFNJURZWK7KHHPHUJLQJHFRQRPLHV
UHSUHVHQWDVLJQLILFDQWVRXUFHIRUERWKWKHSURGXFWLRQDQGWKHFRQVXPSWLRQRIKDUGZDUHDQGVRIWZDUHDQGWKH
OHJDOUHJXODWLRQVDQGWKHPHQWDOLW\RIWKHSRSXODWLRQOHVVUHVSRQVLEOHLQZKDWFRQFHUQVHQYLURQPHQWDOHIIHFWV
KDYHIDYRXUHGDQH[FHVVLYHGHYHORSPHQWRIWKLVILHOGRIDFWLYLW\RYHUORRNLQJWKHFRQVHTXHQFHVRQWKHORQJUXQ
7KHVHFRXQWULHVRIIHUFHUWDLQDGYDQWDJHVWKDWDWWUDFWSURGXFHUVRI,&7VXFKDVORZHUZRUNIRUFHFRVWSHUPLVVLYH
OHJLVODWLRQ ORZHU WD[HV HWF 7KHLU JRDO LV UDSLG HFRQRPLF GHYHORSPHQW (IIHFWV IURP DQ HQYLURQPHQWDO
SHUVSHFWLYH DUH YHU\ VHULRXV PDQLIHVWHG PDLQO\ E\ SROOXWLRQ LQFUHDVHG ZDVWH DQG FRQVXPSWLRQ RI QRQ
UHQHZDEOH UHVRXUFHV $OVR ,&7 FRQVXPSWLRQ LQFUHDVHG VLJQLILFDQWO\ LQ WKRVH FRXQWULHV DV D UHVXOW RI HDVLHU
DFFHVVWRVSHFLILFSURGXFWVDQGVHUYLFHVDQGEHFDXVHRIWKHGHPDQGVJHQHUDWHGE\DQLQFUHDVHGSURGXFWLRQ,W
ZRXOGEHLGHDOLIHFRQRPLFJURZWKWKURXJKWKHGHYHORSPHQWRI,&7XVLQJPRGHUQSURGXFWLRQPHWKRGVZRXOG
EH OHVV LQYDVLYH RQ WKH HQYLURQPHQW LQ HPHUJLQJ HFRQRPLHV ,WZRXOG DOVR EH LGHDO LI WKH\ZRXOG IRFXV RQ
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VWLPXODWLQJ LQQRYDWLRQ LQ GHYHORSLQJ JUHHQ SURGXFWV DQG VHUYLFHV LQ D SHULRG ZKHUH WKH HQYLURQPHQW LV
FRQVLGHUHGH[WUHPHO\LPSRUWDQWIRUWKHSUHVHQWEXWDOVRIRUIXWXUHJHQHUDWLRQVWRFRPH
,QWKHFRQWH[WRIWKHIDFWVSUHVHQWHGLQWKLVSDSHUZHFRQVLGHULWLVKLJKO\LPSRUWDQWWRKLJKOLJKWWKHGHPDQG
IRUDQDFWLYHLQYROYHPHQWRILQWHUQDWLRQDORUJDQL]DWLRQVZLWKWKHDLPWRUHGXFHWRZDUGVFRPSOHWHHOLPLQDWLRQ
FRPSRQHQWVZKLFKFUHDWHVLJQLILFDQWGLVHTXLOLEULXPDVZHOODVWKHQHFHVVLW\WRHGXFDWHWKHSRSXODWLRQWRDJUHH
ZLWK WKH UHJXODWLRQV IRU WKH HQYLURQPHQW SURWHFWLRQ -RLQLQJ WKH LQWHUQDWLRQDO FRQYHQWLRQVZKLFK VHWWOH WKHVH
DVSHFWV VKRXOG EH FDUULHG RXW QRW RQO\ WKHRUHWLFDOO\ EXW DOVR SUDFWLFDOO\ DQG WKH JRYHUQLQJ ERGLHV LQ HYHU\
FRXQWU\VKRXOGEHUHVSRQVLEOHIRUWKLVDFFRPSOLVKPHQWDQGSUHVHQWLQJLWDVDVRFLDOSULRULW\
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